





















































































































































1996-97 Biennial Budget

NOVEMBER 1994 FORECAST BASIS:
AGENCY: Revenue, Department of
: ' Actual Forecast Forecast Forecast
AID/CREDIT: Property Tax Refund (PTR) E.Y. 1994 F.Y. 1995 F.Y. 1996 F.Y. 1997
FUND: General Fund Property Tax Refund (PTR) $164,297 $160,400 $163,900 $173,100
STATUTORY CITATION: M.S. 290A " Prepaymen: of Tax Credits $3,000 $180
RECOMMENDATION: $164,297 $160,400 $166,90 $173,280
PURPOSE:
To provide property tax relief to homeowners and renters based on an income definition of ability
to pay.
DESCRIPTION:

The property tax refund program is designed to “target” state paid financial assistance to households
which have high property taxes relative to income. In addition to the regular refunds provided to
homeowners and renters, the legislature provides additional "targeting” refunds to specified property
owners who are affected by high property taxes due to certain economic conditions or other related
state property tax policies.

RECENT TRENDS:
Dollars in Thousands
F.Y. 1993 F.Y. 1994 F.Y. 1995 F.Y. 1996 F.Y. 1997

PTR .

Homeowners $48,603 $56,303 $62,300 $72,400 $82,200
Renters 87,669 90,498 90,200 83,800 85,400
Targeting 13,147 15,725 7,900 7700 5.500
Total $149,419  $162,526 $160,400 $163,900 $173,100

POLICY ISSUES:

The property tax refund for homeowners is currently underutilized. This type of program is far
more efficient than other state aid policies in “targeting” property tax relief to households who need
it. The targeting refund is an important property tax relief mechanism especially during periods
when other major state property tax law changes are being implemented.

EXPLANATION OF ESTIMATE:

The Department of Revenue estimates PTR costs by modeling growth in state personal income,
change in the number of applicants, changes in property taxes on homesteads and rental property,
and changes, if any, made to the property tax refund schedule.

GOVERNOR’S RECOMMENDATION:

Governor recommends a pilot program to makeproperty tax credits available to eligible low-income
recipients on a monthly basis. Program costs result from the shift of payments into earlier fiscal
years. Repayment of tax credits will assist families in meeting their needs throughout the year and
will provide additional work incentives.




1996-97 Bieanial Budget

AGENCY: Revenue, Department of

AID/CREDIT: Police and Fire Aids & Insurance Surcharge Aid

FUND: Insurance Gross Premium Tax & State General Fund

STATUTORY CITATION: M.S. 1994, 69.011, 69,021, 69.54

PURPOSE: ’

To support retirement pensions of local police and firefighters.

DESCRIPTION:

Current law provides for aid equal to 2% of a portion of auto and fire insurance premiums.

RECENT TRENDS:

Insurance Gross Police and
Premium Tax Fire Aid
Fiscal Year ($ Millions) (§ Millions)
1991 $128.2 $39.0
1992 124.0 . 41.0
1993 133.7 43.3
1994 144.2 45.0

POLICY ISSUES:
No policy issues are known at this time.

GOVERNOR’S RECOMMENDATION:

Governor recommends continuation of current law.

NOVEMBER 1994 FORECAST BASIS:

Actual Forecast Forecast Forecast
F.Y. 1994 F.Y. 1995 F.Y. 1996 F.Y. 1997
Police and Fire Aids &
. Insurance Surcharge Aid $44,917 $47,876 $50,445 $53,157
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1996-97 Bieanial Budget
AGENCY: Revenue, Department of
AID/CREDIT: Disparity Reduction Aid (DRA)
FUND: Disparity Reduction Aid (DRA)

STATUTORY CITATION: M.S. 273.1398, Subd. 3

PURPOSE:
To provide aid to jurisdictions which have relatively high property tax rates.
DESCRIPTION:

Disparity Reduction Aid (DRA) was legislated in 1988 and became effective for taxes payable in

1989. The aid is designed to reduce local government property taxes in areas which had relatively

high tax rates. It is a permanent aid to be paid at a relatively fixed level (it is adjusted each year
" for class rate changes) to each qualifying taxing jurisdiction. In F.Y. 1991 the amount declined by
" $21.1 million due to a technical adjustment and interaction with the calculation of HACA. In F.Y.
1995 the city portion of the aid is folded into the city local government aid base.

POLICY ISSUES:

In effect, the DRA was a one-time buy down of high local government property tax rates. The
formula does not provide for future growth nor other adjustments to effectively “target” aid to
communities which have both high need and low tax capacity.

EXPLANATION OF ESTIMATE:

For taxes payable in 1991 and subsequent years the aid amount is basically a fixed amount except
that the city portion is folded into city LGA. The Department of Revenue is required to recompute
the aid if changes are made to the property tax classification rate system.

GOVERNOR’S RECOMMENDATION:

The Governor recommends no funding change to DRA through the F.Y. 1996/1997 biennium.
However, the Governor does recommend that afier the Pay 1996/F.Y. 1997 allocation of DRA, the
non-school share ($15,815,000) be consolidated into a new county homestead block grant.

NOVEMBER 1994 FORECAST BASIS:

Actual Forecast Forecast Forecast

F.Y. 1994 F.Y. 1995 F.Y. 1996 F.Y. 1997

Disparity Reduction Aid (DRA)  $42,476 $28,409 $28,444 $28,446
RECOMMENDATION: $42,476 $28,409 $28,444 $28,446




1996-97 Biennial Budget

AGENCY: Revenue, Depariment of

AID/CREDIT: County Criminal Justice Aid
FUND: State General Fund

STATUTORY CITATION: M.S. Section 477A.0121
PURPOSE:

County criminal justice aid is intended to reduce the reliance of county criminal justice and
correction programs on local property taxes.

DESCRIPTION:

A statewide appropriation is allocated to county governments such that one-half is distributed based
on each county’s share of population, and one-half based on shares of total serious crimes.
Beginning in F.Y. 1997, the aid is indexed using the implicit price deflator.

POLICY ISSUES:

No policy issues are known at this time.

GOVERNOR’S RECOMMENDATION:

The Governor recommends the elimination of the statutory automatic inflation adjustment effective
F.Y. 2000.

NOVEMBER 1994 FORECAST BASIS:

Forecast Forecast
F.Y. 1995 F.Y. 1996

Forecast
F.Y. 1997

Actual
E.Y. 1994
County Criminal Justice Aid
(Includes Department of Finance
Reimbursement) $8,202
RECOMMENDATION: $8,202

$8,400

$8,400

$10,000

$10,000

$10,265

$10,265
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1996-97 Biennial Budget
AGENCY: Revenue, Department of
AID/CREDIT: Disparity Reduction Credit
FUND: Disparity Reduction Credit

STATUTORY CITATION: M.S. 273.1398, Subd. 4

PURPOSE:

To provide a property tax credit for apartment and commercial/industrial property in the border
citics of Breckenridge, Dilworth, East Grand Forks, and Moorhead.

DESCRIPTION:

The credit amount for each commercial or industrial parcel is set at a level that will yield a tax equal
10 3.3% of market value; the credit for apariment property is set to yield a tax equal to 3% of
" market value. All commercial/industrial or apariment parcels in the eligible cities receive the credit.
The credit began for taxes payable in 1989.

POLICY ISSUES:

The cities eligible for this credit also have designated border city enterprise zones under the
provisions of M.S. 469.168, Subd. 4. The credit should be evaluated in tandem with the enterprise

zone credit program.

GOVERNOR’S RECOMMENDATION:

The Governor proposes no change to current law.

NOVEMBER 1994 FORECAST BASIS:

Actual Forecast Forecast Forecast
F.Y. 1994 F.Y. 1995 F.Y. 1996 F.Y. 1997
Disparity Reduction Credit $3,916 $4,425 $4,913 $5,454
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1996-97 Biennial Budget

AGENCY: Revenue, Department of
AID/CREDIT: Atached Machinery Aid
FUND: General Fund

STATUTORY CITATION: M.S. 1994, 273.138

PURPOSE:

To compensate counties and school districts for lost revenue due to the removal of ponderous
attached machinery (previously classed as taxable personal property) from the tax base.

DESCRIPTION:
The aid is a fixed amount, paid to counties based on the 1972 assessed value of attached machinery
times the counties’ total mill rate for 1983 times 1.25; the aid to schools is based on the 1972

" assessed value times the pay 1973 mill rate for certain school levies, and the aid is subtracted from
school levy limits.

RECENT TRENDS:
The aid is a fixed amount each year.

POLICY ISSUKS:

The aid is based on attached machinery 1972 assessed values. Only 13 counties qualify for the aid.
The limited eligibility and dated basis suggests that a new look at the purpose of the aid is needed.

EXPLANATION OF ESTIMATE:

The aid is a fixed amount each year.

GOVERNOR’S RECOMMENDATION:

The Governor recommends no funding change through the F.Y. 1996/1997 biennium. However,
the Governor does recommend that after the Pay 1996/F.Y. 1997 allocation of non-school attached
machinery aid (§2,382,000) these dollars be consolidated into a new county homestead block grant.

NOVEMBER 1994 FORECAST BASIS:

Actual Forecast Forecast Forecast

F.Y. 1994 E.Y. 1995 F.Y. 1996 F.Y. 1997

Attached Machinery Aid . $3,218 $3,218 $3,218 $3,218
RECOMMENDATION: $3,218 $3,218 $3,218 $3,218
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" 1996-97 Biennial Budget
NOVEMBER 1994 FORECAST BASIS:

AGENCY: Revenue, Department of

Actual Forecast Forecast Forecast
AID/CREDIT: Taconite Aid Reimbursement F.Y. 1994 F.Y. 1995 F.Y. 1996 F.Y. 1997

FUND: General Fund Taconite Aid Reimbursement $561 $561 $561 $5061

STATUTORY CITATION: M.S. 1994, 477A.15

PURPOSE:

To provide aid to the Deer River School District (317) it formerly received in taconite production
aid.

DESCRIPTION: -

The taconite aid reimbursement is a fixed aid payment of $561,000 per year. The aid was first paid
on 7-15-81 to the Deer River School District and has since remained constant.

POLICY ISSUES:

If the Deer River School District is affected by taconite mining activity, the aid might be paid from
the taconite tax.

GOVERNOR’S RECOMMENDATION:

The Governor proposes no change to current law.
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19%6-97 Biennial Budget

AGENCY: Revenue, Department of

AID/CREDIT: Regional Transit Board Reimbursement
FUND: General Fund

STATUTORY CITATION: M.S. 1994, 473.446, Subd. 1
PURPOSE:

This state aid reimburses the regional transit board for a reduction in levies collected from property
in suburban portions of the metropolitan transit district that receive limited transit service.

DESCRIPTION:

Since 1986, property in suburban areas of the metropolitan transit district has received a reduction
in the regional transit board levy. Under current law the reduction is equal to 0.510% of net tax
capacity for property receiving “full peak and limited off-peak” service, and the reduction is 0.765 %
" " of net tax capacity for property receiving only limited peak service.

POLICY ISSUES:
The policy of levying a lower transit tax rate in areas of limited service could be preserved by
allowing a differential tax rate without a stale reimbursement, though the core transit area would

have a higher tax burden given the same total levy.

GOVERNOR’S RECOMMENDATION:

The Governor proposes no change to current faw.

NOVEMBER 1994 FORECAST BASIS:

Actual Forecast Forecast Forecast
F.Y. 1994 F.Y. 1995 F.Y. 1996 F.Y. 1997

Regional Transit Board
$2,025 $2,158 $2,158

Reimbursement $3,503
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1996-97 Biennial Budget
AGENCY: Revenue, Department of
AID/CREDIT; Family Preservation Aid
FUND: General Fund
STATUTORY CITATION: M.S. Section 477A.0122
PURPOSE:

Family preservation aid is paid to county governments to reduce the rate of increase in the costs of
out-of-home placement of children.

DESCRIPTION:

A statewide appropriation is allocated among counties based on each county’s share of statewide
total number of children in out-of-home placement. Beginning in F.Y. 1997 the aid is indexed using
the implicit price deflator for state and local government purchase of goods and services

POLICY ISSUES:

No policy issues are known at this time.

GOVERNOR’S RECOMMENDATION:

The Governor recommends the elimination of the statutory automatic inflation adjustment effective
F.Y. 2000.

NOVEMBER 1994 FORECAST BASIS:

Actual Forecast Forecast Forecast

F.Y. 1994 E.Y. 1995 E.Y. 1996 F.Y. 1997

Family Preservation Aid $-0- $-0- $1,500 $1,540

RECOMMENDATION: $-0- $-0- $1,500 $1,540
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1996-97 Biennial Budget

AGENCY: Revenue, Depantmeni of
AID/CREDIT: Supplementary Property Tax Relief
FUND: General Fund

STATUTORY CITATION: M.S. 1994, 273.1391

PURPOSE:

To provide property tax relief similar to the taconite homestead credit for school districts that do not
meet the eligibility requirements of section 273.134 as a taconite tax relief area but are located in
. a county where taconite is mined or quarried.

DESCRIPTION:

A 101al of 3 school districts receive this aid. The supplementary property tax relief program is a
" homestead credit with the same formula as the taconite relief credit and thus the credit reimburse-

ment varies each year.

POLICY ISSUES:

The fact that the school districts receiving this aid do not have sufficient unmined ore or do not have
taconite plants or quarries that qualify them for regular taconite property tax relief suggests that their
need for relief is less than nearby taconite communities.

GOVERNOR’S RECOMMENDATION:

The Governor recommends continuation of current law.

NOVEMBER 1994 FORECAST BASIS:

Actual Forecast Forecast Forecast
E.Y. 1994 F.Y. 1995 E.Y. 1996 F.Y. 1997
Supplementary Property Tax Relief  $402 $427 $434 $434
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1996-97 Biennial Budget
AGENCY: Revenue, Department of
AID/CREDIT: Enterprise Zone Credit
FUND: General Fund
STA'i‘UTORY CITATION: M.S. 1994, 469.171, Subd. 1 and 7a
PURPOSE:

Enterprise zone property tax credits are given to businesses in designated enterprise zones to
encourage business development and retention in distressed areas.

DESCRIPTION:

Businesses in enterprise zones receive state-paid property tax credits at the option of the business
and city government for a period up to 5 years. The credit reduces the propeny tax bill of the
business, and the state reimburses the local governments.

POLICY ISSUES:

The remaining 5 border city enterprise zones also receive state-paid disparity reduction credit. The
program should be evaluated in tandem with the disparity reduction credit.

GOVERNOR’S RECOMMENDATION:

The Governor proposes no change to current law.

NOVEMBER 1994 FORECAST BASIS:

Actual Forecast Forecast Forecast
Y. 1994 E.Y. 1995 F.Y. 1996 F.Y. 1997
Enterprise Zone Credit $24 $24 $49 $49
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Governor’s Price of Government Recommendation Detail
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State Revenues

Tax Revenues.
individual Income Tax
General Sales Tax
Corporate Income Tax
Gasoline & Special Fuels Taxes
Motor Vehicle License Tax
Motor Vehicle Excise Tax
Health Care Taxes
All Other Taxes '

Subtotal - State Taxes

Non-Tax Revenues:
Fees & Charges
Investment Earnings
Post-Secondary Tuition
All Other Resources

Subtotal - State Non Tax Revenues
Subtotal - State Own Source Revenues
Federal Grants

TOTAL STATE REVENUES

Local Non-School Revenues

Tax Revenues:
Property Tax
Sales Tax
Other Taxes

Subtotal - Local Taxes

Non-Tax Revenues:
Special Assessments
Licenses and Permits
Charges for Services
Investment Earnings
Selected Enterprise Revenues
Miscellaneous Revenues

Subtotal - Local Non Tax Revenues
Subtotal - Local Own Source Revenues

Intergovernmental Revenue: -
State Aid
Local Aid
Federal Aid

Subtotal - Intergovernmental Revenue

TOTAL LOCAL NON-SCHOOL REVENUES

Governor's Price of Government Recommendation

State & Local Revenues, C.Y. 1990-1998
Percent of Personal Income

($ in Thousands)

C.Y. 1990 C.Y. 1991 C.Y. 1992 C.Y. 1993 C.Y. 1994 C.Y. 1995 C.Y. 1996 C.Y. 1997 C.Y. 1998

F.Y. 1991 F.Y. 1952 F.v. 1993 F.Y. 1994 F.Y. 1995 F.Y. 1996 FY. 1097 F.Y. 1998 F.Y. 1959
2,972,983 3,144,636 3,471,374 3,539,994 3,724,000 3,861,700 4,048,980 4,243,800 4,451,330
1,965,209 2,193,451 2,378,482 2,522,271 2,667,300 2,712,550 2,800,450 2,918,750 3,019,450
457,934 420,278 509,534 551,822 662,800 558,600 554,300 611,500 647,000
430,213 437,817 441,619 457,614 466,078 475,497 486,898 497,478 504,981
351,664 370,650 404,655 425,036 437,909 441,550 455,338 459,302 473,488
236,720 270,356 296,284 332,994 362,600 361,100 371,500 389,700 404,500
0 0 13,566 67,708 154,544 182,770 212,355 231,685 250,421
549,253 585,022 666,630 763,343 748,620 764,214 772,871 784,638 803,794
6,963,976 7,422,210 8,182,144 8,660,782 9,223,851 9,357,981 9,702,702 10,136,853 10,554,964
249,168 338,879 326,518 366,305 358,031 359,877 365,104 359,385 359,271
172,861 109,360 77,989 79,419 64,354 90,265 84,563 80,354 77,127
354,404 379,134 409,787 415,135 438,006 427,938 443,494 443,494 443,494
570,118 560,559 566,791 644,126 662,782 666,846 655,306 633,132 623,247
1,346,551 1,387,932 1,381,085 1,504,985 1523173 1,544,926 1,548,467 1,516,365 1,503,139
8,310,527 8,810,142 9563229  10,165767 10,747,024 10,902,907 11,251,169 11,653,218 12,058,103
2,260,587 2,530,697 2,778,303 3,133,023 3,377,056 3,514,875 3,617,188 3,617,537 3,617,954
10,571,114 11,340,839 12,341,532 13,298,790 14,124,080 14,417,782 14,868,357 15,270,755 15,676,057
1,781,966 1,979,384 2,091,076 2,165,435 2,219,505 2,311,160 2,393,276 2,482,998 2,581,692
49,852 52,750 60,272 62,449 66,333 67,898 70,329 73,621 76,558
34,131 39,188 42,272 47,093 52,427 58,366 59,081 59,805 60,538
1,865,949 - 2,071,322 2,193,620 2,274,977 2,338,265 2,437,424 2,522,686 2,616,424 2718,788
203,949 207,957 239,171 242,300 255,598 269,644 272,744 275,882 279,057
58,168 62,802 68,530 72,843 78,308 84,185 85,128 86,083 87,048
343 549 371,433 393,946 427,696 459,067 492,764 496,860 500,997 505,175
326,643 291,536 260,507 255,987 255,987 255,987 258,364 260,765 263,193
1,238,569 1,418,282 1,527,277 1,663,853 1,844,532 2,048,021 2,066,695 2,085,566 2,104,633
300,126 305,924 317,825 327,599 342,423 358,055 469,967 584,793 741,132
2,471,004 2,657,934 2,807,256 2,990,278 3,235,915 3,508,656 3,649,758 3,794,086 3,980,238
4,336,953 4,729,256 5,000,876 5,265,255 5,574,180 5,946,080 6,172,444 6,410,510 6,699,026
1,755,914 1,709,311 1,738,490 1,818,545 1,841,031 1,832,118 1,900,143 1,944,360 1,997,017
66,439 72,799 72,554 79,751 84,794 90,280 90,988 91,702 92,423
542,064 470,091 441,744 453,277 438,895 425,398 425,398 425,398 425,398
2,364,417 2,252,201 2,252,788 2,351,573 2,364,720 2,347,796 2,425,529 2,461,460 2,514,838
6,701,370 6,981,457 7,253,664 7,616,828 7,938,900 8,293,876 8,507,973 8,871,970 9,213,864
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Governor's Price of Government Recommendation
State & Local Revenues, C.Y. 1990-1998

Percent of Personal Income
($ in Thousands)

C.Y. 1990 C.Y. 1991 C.Y. 1992 C.Y. 1993 C.Y. 1984 C.Y. 1995 C.Y. 1996 C.Y. 1997 C.Y. 1998
F.Y. 1991 F.Y. 1992 F.Y. 1993 F.Y. 1984 F.Y. 1995 F.Y. 1996 F.Y. 1997 F.Y. 1998 F.Y. 1999
School District Revenues
Tax Revenues:
Property Tax 1,358,929 1,516,894 1,614,766 1,783,311 1,841,830 2,016,588 2,100,020 2,181,921 2,299,963
Non-Tax Revenues:
Sales & Fee Revenue 113,882 110,820 119,372 125,077 131,247 137,379 143,539 149,523 155,014
Other Miscellaneous Revenue 190,002 213,822 261,181 270,900 281,170 291,551 302,105 312,654 322,928
Subtotal - School District Non Tax Revenues 303,884 324,642 380,553 395,977 412,417 428,930 445,644 462,177 477,942
Subtotal - School Dist Own Source Revenues 1,662,813 1,841,536 1,995,319 2,179,288 2,254,247 2445518 2,545,664 2,644,098 2,777,905
Intergovernmental Revenue:

State Aid 2,096,763 2,172,952 2,118,177 2,587,260 2,749,806 2,637,103 2,786,674 2,917,312 3,055,315
Local Aid 40,595 41,430 43,551 44,858 46,203 47,590 49,017 50,489 52,002
Federal Aid 182,442 200,863 225,429 236,817 249,186 261,442 273,724 285,591 296,347
Subtotal - Intergovernmental Revenue 2,319,800 2,415,245 2,387,157 2,868,935 3,045,195 2,946,135 3,109,415 3,253,392 3,403,664

TOTAL SCHOOL DISTRICT REVENUES 3,982,613 4,256,781 4,382,476 5,048,223 5,299,442 5,391,653 5,655,079 5,897,490 6,181,569

Total State, Local & School District Revenues
Tax Revenues 10,188,854 11,010,426 11,990,530 12,719,070 13,403,946 13,811,993 14,325,408 14,935,198 15,573,715
Non-Tax Revenues 4,121,439 4,370,508 4,568,894 4,891,240 5,171,505 5,482,512 5,643,869 5,772,628 5,961,319
intergovernmental Revenue 6,944,804 7,198,143 7,418,248 8,353,531 8,786,971 8,808,806 9,152,132 9,332,389 9,536,456
TOTAL ALL REVENUES 21,255,097 22,579,077 23,977,672 25,963,841 27,362,422 28,103,311 29,121,409 30,040,215 31,071,490
Less: Intergovernmental Revenues (6,844,804) (7,198,143) (7.418,248) (8,353,531) (8,786,971) (8,808,806) (8,152,132) {8,332,389) (9,536,456}
Total Own Source Revenues 14,310,293 15,380,934 16,559,424 17,610,310 18,575,451 19,294,505 19,969,277 20,707,826 21,535,034
F\innesota Personal income 82,320,000 85,270,000 91,510,000 94,940,000 101,210,000 105,430,000 110,160,000 116,000,000 122,070,000
evenue as Percent

of Personal Income 17.4% 18.0% 18.1% 18.5% 18.4% 18.3% 18.1% 17.9% 17.6%
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